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Introduction
There has been considerable debate about explaining the behavior of wage inequality and relative supply of skilled labor. According to empirical studies (cf. Katz and Autor 1999 for an overview), the relative wage of skilled labor fell during the 1970s, but increased during the 1980s and 1990s. Relative supply of skilled labor rose in both periods, though more in the 1970s. These observations imply a U-shaped relation between the relative wage of skilled workers and their relative supply. Most of the literature to the so called wage-gap debate concentrates on explaining the labor-market developments of the 1980s and 1990s. This literature focuses on changes in relative labor demand-either generated by global market integration (cf. Wood 1994) or by factor-biased technological change (cf. Aghion and Howitt 1998)-as the principal causes for the increase in wage inequality.
The increase in the skill premium may then induce changes in the relative labor supply, thus generating a positive correlation between the relative wage and supply of skilled labor. In order to account for the observations in the 1970s, however, this demand-side literature typically has to refer to additional exogenous labor-supply shocks (Acemoglu (1998) , e.g., postulates a sudden increase of skilled labor that, moreover explains the factor bias in technological change).
We offer a complete supply-side explanation for the observed non-monotonic evolution of the relative wage which is based on technological change. People who differ with respect to their abilities have to incur some fixed cost when they want to become skilled (i.e. make a human-capital investment). Technological progress affects both the unskilled and the skilled wage rate and changes the individual investment incentives. Specifically, as the technology improves more individuals are inclined to become educated, thus increasing the relative supply of skilled labor. We show that this rise can be accompanied by non-monotonic behavior of the relative wage under fairly general conditions. The proposed mechanism should be seen as complementary to the widely discussed demand-side models, as it explains the U-shaped relation between the skill premium and the relative labor supply without referring to exogenous shocks in labor supplies. Doing so they can supply g (a) units of labor, but they have to incur some fixed cost C. The wage rate for an effective unit of labor is supposed to be linear in the state of technology A (i.e. technological progress improves individual productivities). So people can either receive a Aw when refraining from investment or g(a)Aw -C as skilled workers. In our simple framework, the amount of labor supplied does not affect the productivity-adjusted wage rate w, 2 so we normalize w to unity in the sequel. In order to avoid corner solutions we make the following 
In (3), g'(ah)/g{ah) and I/a/ are the growth rates of g(ah) and a/ with respective weights /(ao)//(a/i) and /(ao)//(a;). This is because for for a small change dao < To demonstrate that a non-monotone relation between u and x-and hence between the skill premium and relative labor supply-is indeed possible without referring to unrealistic specifications of g or / we consider the following examples.
Examples
Our first example isolates the effect of the shape of the g function on nonmonotonicity. Therefore, we assume inherent abilities to be distributed uniformly within the interval [a, a], 3 so that both of the weights /(a o )//(a/ l ) and /(ao)//(a/) are equal to 1.
Hence, sgn(dw/dz) = sgn(z -a h /ai), and we get 
Conclusions
This paper has shown that some simple human-capital-investment considerations in conjunction with individuals having heterogeneous inherent abilities are sufficient to cause a non-monotonic evolution of the relative wage when there is technological change. An integration of the proposed mechanism into an intertemporal general-equilibrium model seems to be a promising line of future research offering a more comprehensive explanation of the dynamics of wage inequality and labor supply.
